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Description 

PROPERTY INVESTMENT INSTRUMENT, 
SYSTEM, METHOD, PRODUCT, AND 

APPARATUS 

Cross Reference to Related Applications 

[0001] This application claims the benefit of US Provisional Patent 

Application No. 60/319,993 by Gofman, et al., filed March 

5, 2003. 
Background of Invention 

Document Disclosure Program 

[0002] The application for patent is based on a disclosure filed 

on October 30, 2002, as Disclosure Document No. 

520,821 under the Document Disclosure Program 
Field of the Invention 

[0003] This invention generally relates to property investments, 
and more specifically relates to a property investment in- 
strument, system, method, product, and apparatus. 
Description of the Related Art 



[0004] jhe ability to generate revenue and provide a return on 
investment usually requires the risk and use of resources 
such as money, time, knowledge, and labor. Investors 
generally desire investments that provide a safe, steady 
income stream. Such investors also desire liquidity, so 
that their investment interests can easily be sold or rear- 
ranged. Additionally, investors generally do not want to 
actively manage their investments. Numerous attempts 
have been made to provide property investments that are 
transferable, have a steady income stream, require low 
management effort, and are divisible. One form of prop- 
erty investment that offers such benefits is a real estate 
investment trust (a "REIT"). 

[0005] Congress created REITs in 1960 to enable small investors 
to make investments in large-scale, income-producing 
real estate. Congress decided that the only way for the av- 
erage investor to access investments in significant com- 
mercial properties was through pooling arrangements. As 
a result. Congress designed REITs to unite the capital of 
many into a single economic enterprise. That enterprise is 
geared to the production of income through commercial 
real estate ownership and finance. 

[0006] A REIT is a company that buys, sells, manages, and devel- 



ops real estate or real estate mortgages on behalf of its 
investors. Shares in a REIT may be purchased, or acquired 
indirectly in exchange for property. These shares are often 
publicly traded on major exchanges, and have character- 
istics similar to the characteristics of shares in any other 
company. For example, the shares are easy to liquidate, 
and often provide a reasonably steady stream of income 
through dividends. 
[0007] While the benefits of real estate investment are viable, 

there have traditionally been a number of barriers of entry 
in real estate investing. Unlike the stock market, where 
one can, based on an analyst's suggestions, acquire stock 
in a given company with a small investment of capital by 
simply writing a check, investment in real estate requires 
far more research and capital in order to be successful. In 
addition to having to acquire knowledge of the local real 
estate market, one would need to allocate a significant 
amount of time for the purpose of managing the invest- 
ment after acquisition to insure success. This coupled 
with the fact that real estate investment requires, in most 
cases, a significant amount of investment capital, prevents 
most people from being able to participate in all of the 
benefits that this investment can offer. 



[0008] Maximizing the rate of return on investment dollars is the 
goal of all investors. Banks and similar institutions in the 
real estate business maximize their return realizable on 
loans by, for example, lending money to customers to 
purchase property and charging interest for the loan at a 
rate above their borrowing cost. The loan instrument is 
often referred to as a promissory note that specifies a 
principal amount borrowed from the lender and an inter- 
est rate, and is secured by a mortgage or deed of trust on 
the property. The lender's rate of return corresponds to 
the interest rate. 

[0009] Residential mortgage lending usually includes a two-fold 
evaluation of the loan repayment ability of prospective 
homeowners and mortgage applicants. This process en- 
compasses payment affordability (e.g., the percentage of 
applicant income required to make monthly mortgage 
payments) and underlying collateral value in case of fore- 
closure and resale (e.g., Loan-To-Value ratios: the ratio of 
principal obligation to appraised house value). Together, 
these factors have formed the credit risk of mortgage 
lending. 

[0010] Consumer loan products by mortgage companies can in- 
clude traditional primary residence mortgage loans to 



consumers with good credit liistories and loans to con- 
sumers wlio qualify under certain government-backed 
loan programs such as Federal Housing Administration 
(FHA) or the Veterans Administration (VA). There are vari- 
ous institutions that facilitate the movement of funds for 
the mortgage companies. These entities include Federal 
National Mortgage Association ("Fannie Mae"), Federal 
Home Loan Mortgage Corporation ("Freddie Mac"), and 
Government National Mortgage Association ("Ginnie 
Mae"). These institutions purchase or securitize loans 
originated by mortgage companies. These purchases or 
securitizations recycle funds back to the originating mort- 
gage company, allowing them to make loans to additional 
homebuyers. 

1] One criterion that is often considered by lenders making 
loans is the borrower's credit rating. A consumer's credit 
rating is an indication of their ability to pay outstanding 
debts. Credit rating companies, such as Trans Union Cor- 
poration, Experian, Inc., and Equifax, Inc., collect certain 
information on individual consumers and assign each a 
credit rating based on this information. One method of 
obtaining a credit rating is known as a "FICO score" which 
is based on a mathematical model developed by Fair, 



Isaac, and Company, Inc. 

[0012] A FICO score is based on many factors including how a 
consumer pays their bills, outstanding debt, how long a 
consumer has had credit, types of credit a consumer has, 
and how many times a consumer has recently applied for 
or opened new lines of credit. Loans are typically made to 
people with relative high FICO scores, known as "A" bor- 
rowers. "A" borrowers have credit ratings which indicate 
that they will most likely be able to repay a loan. 

[0013] One's credit rating, credential, or "good name" can be 

considered a quantifiable source for enabling an individ- 
ual or entity to have a loan obtainment ability. This loan 
obtainment ability has been used as a source of leverage 
primarily among friends and family when two parties co- 
sign a loan. For example, a son may ask a father to use 
his credential or "good name" to co-sign on a loan that 
the son may not have been able to obtain solely by his 
own means with the understanding that the son will 
pledge and bear all of the responsibility associated with 
repaying the loan obligation. 

[0014] Though the use and risk of money, time, knowledge, and 
labor resources can help generate revenue to provide a 
return on investment, the source of one's credential or 



"good name" has never before been used or systematically 
reused as an investment resource. Furthermore, there ex- 
ists no known method for providing an investment instru- 
ment that enables a "credit investor" to invest in only a 
credit investment component of the instrument apart from 
all other investment components of the investment in- 
strument. 

[0015] In view of the foregoing, it would be desirable to provide 

new methods of investing in property that provide safety, 

a steady income stream, divisibility, ready liquidity, and 

no involvement in management of the property. 
Summary of Invention 

[0016] The invention assists equity partners in sharing in a prop- 
erty investment having at least a credit investment com- 
ponent. The invention enables the partnering of an entity 
having a capital supply obtainment ability and an entity 
having a loan obtainment ability (a credit investor) to par- 
ticipate in an investment in one or more properties. The 
invention enables property sellers, property buyers, and 
credit investors to participate in the acquisition, sale and 
transfer of ownership of a property. A credit investor is 
typically an individual or entity that invests in a property 
by risking their credit, "good name", creditability, creden- 



tial, creditworthiness, credit rating, credit obtainment 
ability, mortgage obtainment ability, or loan obtainment 
ability. Such a credit investor typically does not addition- 
ally invest any capital, knowledge, or labor related com- 
ponents. 

[0017] The invention can assist in the list generation of proper- 
ties that could be available for acquisition including dis- 
covering leads from network resources via a search agent 
and/or receiving leads/solicitations from property brokers 
and property owners. The invention can assist in qualify- 
ing each property from the generated list based on at 
least one criteria including at least one of a purchase for- 
mula and operations formula, the formulas including one 
or more variables such as rental price, usage factor, man- 
agement fee, maintenance fee, property expense, utility 
expense, principal payment, interest payment, tax pay- 
ment, insurance payment, loan-to-value ratio, down pay- 
ment amount, appraisal value, sale price, and cost of ini- 
tial construction. 

[0018] The invention can assist in the list generation of individu- 
als having interest in participating as a credit investor in a 
credit investment opportunity including receiving leads/ 
solicitations from employers, financial planners, invest- 



ment professionals, real estate brokers, lenders, credit 
and labor unions. The invention can assist in qualifying 
each credit investor from the generated list based on at 
least one criterion including criteria such as employment 
history, credit rating, etc. 

[0019] The invention enables a credit investor to access a current 
report indicative of the financial health of any property-re- 
lated credit investment. The invention can assist in pre- 
senting to a requestor, a credit report having a minimum 
credit rating value with the option to learn more about a 
credit investment opportunity. 

[0020] In general, in accordance with the invention, a property 

investment instrument for investing in a property includes 
at least one contractual agreement between a first entity 
and a second entity to share in the property, the property 
having a plurality of investment components including a 
credit investment component and at least one of a capital 
investment component, knowledge investment compo- 
nent, time investment component, and labor investment 
component wherein the second entity provides the credit 
investment component and the first entity provides at 
least one of the remaining components of the plurality of 
investment components. 



[0021] In accordance with an aspect of the invention, a method 
for creating a property investment instrument includes 
acquiring a property having a plurality of investment com- 
ponents including a credit investment component and at 
least one of a capital investment component, knowledge 
investment component, time investment component, and 
labor investment component, and encumbering the prop- 
erty with at least one contractual agreement between a 
first entity and a second entity wherein the second entity 
agrees to provide the credit investment component and 
the first entity agrees to provide at least one of the re- 
maining components of the plurality of investment com- 
ponents. 

[0022] In accordance with another aspect of the invention, a 

method for a first entity and a second entity investing in a 
property includes the first entity obtaining a first amount 
of capital for an owner of the property in exchange for 
transferring title of the property to the second entity, the 
second entity having at least one of a loan obtainment 
ability, mortgage obtainment ability, and credit obtain- 
ment ability, the second entity obtaining a loan for a sec- 
ond amount of capital from a lender by using said prop- 
erty as collateral wherein the loan includes a loan obliga- 



tion to repay the lender, and the second entity transfer- 
ring at least a portion of said second amount of capital to 
said first entity. 

[0023] In accordance with yet another aspect of the invention, a 
method for providing information to a recipient includes 
retrieving a credit report corresponding to an entity, re- 
trieving educational material adapted to teach how the 
entity can participate in a property investment having a 
plurality of investment components including a credit in- 
vestment component wherein the entity can participate by 
agreeing to be responsible for only the credit investment 
component of the property investment, generating the in- 
formation by combining the educational material with the 
credit report corresponding to the entity, and providing 
the generated information to the recipient. 

[0024] In accordance with an aspect of the invention, a method 

for providing information to a recipient includes retrieving 
a first material including at least one of a financial plan- 
ning type information and retirement planning type infor- 
mation, retrieving a second material including an educa- 
tional material adapted to teach how an entity can partici- 
pate in a property investment having a plurality of invest- 
ment components including a credit investment compo- 



nent wherein the entity can participate by agreeing to be 
responsible for only the credit investment component of 
the property investment, generating the information by 
combining the first material with the second material, and 
providing the generated information to the recipient. 
[0025] In accordance with another aspect of the invention, a 

method includes a first entity acquiring a property from 
an owner of the property by supplying a first amount of 
capital to the owner, transferring title of the property to a 
second entity having a loan obtainment ability, the second 
entity obtaining a loan for a second amount of capital 
from a lender by using the property as collateral wherein 
the loan includes a loan obligation to repay the lender, 
and the second entity transferring at least a portion of at 
least one of a loan obligation, title, property, and second 
amount of capital to at least one of a first entity and third 
entity. 

[0026] In accordance with additional aspects of the invention, a 
system and/or device implements substantially the same 
functionality in substantially the same manner as the 
methods described above. 

[0027] In accordance with other additional aspects of the inven- 
tion, a computer-readable medium that includes com- 



puter-executable instructions may be used to perform 
substantially the same methods as those described above. 
[0028] The foregoing and other features of the invention are 

hereinafter fully described and particularly pointed out in 
the claims. The following description and the annexed 
drawings set forth in detail one or more illustrative as- 
pects of the invention, such being indicative, however, of 
but one or a few of the various ways in which the princi- 
ples of the invention may be employed. 
Brief Description of Drawings 

[0029] Figure la is a block diagram illustrating an exemplary dis- 
tributed computer system in accordance with the inven- 
tion. 

[0030] Figure lb is a block diagram illustrating exemplary infor- 
mation records stored in memory in accordance with the 
invention. 

[0031] Figure 2a is a block diagram illustrating an exemplary 
property having investment components in accordance 
with the invention. 

[0032] Figure 2b is a block diagram illustrating an exemplary 

property investment system in accordance with the inven- 
tion. 

[0033] Figure 2c is a block diagram illustrating the components 



of a property investment instrument in accordance witli 
the invention. 

[0034] Figure 2d is a blocl< diagram illustrating the components 
of a third entity in accordance with the invention. 

[0035] Figure 2e is a flowchart illustrating the steps of a method 
for acquiring and encumbering a property in accordance 
with the invention. 

[0036] Figure 2f is a flowchart illustrating the steps of a method 
for executing an agreement relating to a property in ac- 
cordance with the invention. 

[0037] Figure 2g is a flowchart illustrating the steps of a method 
for executing additional agreements relating to a property 
in accordance with the invention. 

[0038] Figure 3a is a top-level flowchart illustrating the steps of 
a method for acquiring a property in accordance with the 
invention. 

[0039] Figure 3b is a flowchart illustrating the steps of a method 
for transferring a property title in accordance with the in- 
vention. 

[0040] Figure 3c is a flowchart illustrating the steps of a method 
for choosing a property for acquisition from a list of prop- 
erties in accordance with the invention. 

[0041] Figure 3d is a flowchart illustrating the steps of a method 



for choosing a participating second entity in accordance 
with the invention. 

[0042] Figure 4a is a flowchart illustrating the steps of a method 
for requesting a current report indicative of financial 
health of a third entity in accordance with the invention. 

[0043] Figure 4b is a flowchart illustrating the steps of a method 
for establishing an agreement between a first entity and a 
property manager to manage at least one property in ac- 
cordance with the invention. 

[0044] Figure 5a is a flowchart illustrating the steps of a method 
for investing in a property in accordance with the inven- 
tion. 

[0045] Figure 5b is a flowchart illustrating the steps of a method 
for disposing of a property in accordance with the inven- 
tion. 

[0046] Figure 6a is a flowchart illustrating the steps of a method 
for learning about a credit investment opportunity in ac- 
cordance with the invention. 

[0047] Figure 6b is a flowchart illustrating the steps of a method 
for requesting a credit report in accordance with the in- 
vention. 

[0048] Figure 6c is a flowchart illustrating the steps of a method 
for providing generated information to a recipient in ac- 



cordance with the invention. 
[0049] Figure 7a is a blocic diagram illustrating an exemplary 

property acquisition and credit investment management 

system in accordance with the invention. 
[0050] Figure 7b is a block diagram illustrating an exemplary 

property acquisition and management system in accor- 
dance with the invention. 
[0051] Figure 7c is a block diagram illustrating an exemplary 

property management affiliate system in accordance with 

the invention. 

[0052] Figure 8 is a block diagram illustrating exemplary related 

system user interfaces in accordance with the invention. 
Detailed Description 

[0053] The invention will now be described with reference to the 
drawings, wherein like reference numerals are used to re- 
fer to like elements throughout. 

[0054] Figure la is a block diagram illustrating an exemplary dis- 
tributed computer system 100 in accordance with the in- 
vention. The distributed computer system 100 may in- 
clude any number of client computers (client) or any such 
network access apparatus connected to server computers 
120 (servers) via a network 130. The network 130 may 
use Internet Protocols (IP) to allow the clients 110 to com- 



municate with the servers 120. The client 110 may include 
a modem or lilce transceiver to communicate via the net- 
work 130. The modem may communicate with the net- 
worl< 130 via a line 116 such as a telephone line, an ISDN 
line, a coaxial line, a cable television line, a fiber optic 
line, or a computer network line. Alternatively, the modem 
may wirelessly communicate with the network 130. The 
network 130 may be accessed via an on-line service, an 
Internet Service Provider (ISP) 118, a local area network 
service, a wide area network service, a cable television 
service, a wireless data service, an intranet, a virtual pri- 
vate network service, a peer-to-peer network service, a 
satellite service, or the like. 
[0055] The client computers 110 may be any network access ap- 
paratus including hand held devices, palmtop computers, 
personal digital assistants (PDAs), notebook, laptop, 
portable computers, desktop PCs, workstations, and/or 
larger/smaller computer systems. It is noted that the 
client computers 110 may have a variety of forms, includ- 
ing but not limited to, a general purpose computer, a net- 
work computer, a network television, an internet televi- 
sion, a set top box, a web-enabled telephone, an internet 
appliance, a portable wireless device, a television receiver. 



a game player, a video recorder, and/or an audio compo- 
nent, for example. 
[0056] Each client 110 typically includes one or more processors, 
memories, and input/output devices. An input device may 
be any suitable device for the user to give input to client 
computer 110, for example: a keyboard, a 10-key pad, a 
telephone key pad, a light pen or any pen pointing device, 
a touchscreen, a button, a dial, a joystick, a steering 
wheel, a foot pedal, a mouse, a trackball, an optical or 
magnetic recognition unit such as a bar code or magnetic 
swipe reader, a voice or speech recognition unit, a remote 
control attached via cable or wireless link to a game set, 
television, and/or cable box. A data glove, an eye tracking 
device, or any MIDI device may also be used. A display de- 
vice may be any suitable output device, such as a display 
screen, text-to-speech converter, printer, plotter, fax, 
television set, or audio player. Although the input device 
is typically separate from the display device, they could be 
combined; for example: a display with an integrated 
touchscreen, a display with an integrated keyboard, or a 
speech-recognition unit combined with a text-to-speech 
converter. 

[0057] The servers 120 may be similarly configured. However, in 



many instances server sites include many computers col- 
lectively referred to as the server 120, perhaps connected 
by a separate private network (not shown). In fact, the 
network 130 may include hundreds of thousands of indi- 
vidual networks of computers. Although the client com- 
puters 110 are shown separate from the server computers 
120, it should be understood that a single computer may 
perform the client and server roles. Those skilled in the 
art will appreciate that the computer environment 100 
shown in Figure la is intended to be merely illustrative. 
The invention may also be practiced in other computing 
environments. For example, the invention may be prac- 
ticed in multiple processor environments wherein the 
client computer 110 includes multiple processors. More- 
over, the client computer 110 need not include all of the 
input/output devices as discussed above and may also in- 
clude additional input/output devices. Those skilled in the 
art will appreciate that the invention may also be practiced 
via Intranets and more generally in distributed environ- 
ments in which a client computer requests resources from 
a server computer. 
[0058] During operation of the distributed system 100, users of 
the clients 110 may desire to access information records 



122 stored by the servers 120 while utilizing, for exam- 
ple, the Web. Furthermore, such server systems 120 may 
also include one or more search engines having one or 
more databases. The records 122 may be in the form of 
Web pages 124. The Web pages 124 may be data records 
including as content plain textual information, or more 
complex digitally encoded multimedia content, such as 
software programs, graphics, audio signals, videos, and 
so forth. It should be understood that although this de- 
scription focuses on locating information on the World- 
Wide-Web, the system may also be used for locating in- 
formation via other wide or local area networks (WANs and 
LANs), or even information stored in a single computer 
using other communications protocols. 
[0059] A property acquisition and credit investment management 
system 126 is a server (e.g., 120) that is specifically con- 
figured for use according to the invention. The inventive 
system 126 has one or more information records 128 that 
are property- related including special user interfaces, 
which may also be in the form of Web pages 124. The 
property acquisition and credit investment management 
system 126 is preferably implemented as a web-based 
portal system that can be accessed and used by property 



owners, property managers, credit investors, equity part- 
ners, and the lil<e via tlie networl< 130 such as the Inter- 
net. Such a system will be further illustrated in more detail 
hereinbelow (see Figures 7a-7c, and Figure 8). 

[0060] The clients 110 may execute Web browser programs 112, 
such as Netscape Navigator or Microsoft Internet Explorer 
(MSIE) to locate the Web pages 124 or the records 128. 
The browser programs 112 enable users to enter ad- 
dresses of specific Web pages 124 to be retrieved. Typi- 
cally, the address of a Web page is specified as a Uniform 
Resource Identifier (URI) or more specifically as a Uniform 
Resource Locator (URL). In addition, when a page has been 
retrieved, the browser programs 112 may provide access 
to other pages or records by "clicking" on hyperlinks (or 
links) to other Web pages. Such links may provide an au- 
tomated way to enter the URL of another page, and to re- 
trieve that page. 

[0061] Figure lb is a block diagram illustrating examples of the 
exemplary information records 128 that may be stored in 
the property acquisition and credit investment manage- 
ment system 126 in accordance with the invention. The 
system records 128 include any combination of exemplary 
content such as lists, files, and databases, but records im- 



portant to many aspects of the invention include at least 
one of the following; configuration settings 160, invest- 
ment/investor data 162, contractual agreement data 164, 
property data 166, maintenance data 168, lending data 
170, acquisition data 172, monitoring data 174, insurance 
data 176, title/escrow data 178, tenant/rental data 180, 
employment data 182, broker data 184, prospect data 
186, management data 188, marketing data 190, credit 
reporting data 192, and vendor/supplier data 194. 
[0062] Figure 2a is a block diagram illustrating an exemplary 
property having investment components in accordance 
with the invention. The property 200 includes a plurality 
of investment components including a credit investment 
component 210 and one or more additional components 
including a time investment component 202, knowledge 
investment component 204, capital investment compo- 
nent 206, and labor investment component 208. For ex- 
ample, a real property such as real estate can be one or 
more properties having investment components including 
at least one equity partner responsible for making such a 
property investment decision by providing the time 202 
and knowledge 204 needed to select each property 
worthwhile of acquisition, to supply capital 206 to acquire 



the property, and to supply labor 208 to rehabilitate and 
maintain the property. Traditionally such an acquisition 
requires investments of money, time, knowledge and la- 
bor. However in accordance with an aspect of the inven- 
tion, such a property 200 can further include a credit in- 
vestment component 210. For instance, an investment 
approach can now be enabled to contractually isolate and 
leverage the credit investment component 210 of a prop- 
erty 200 by investing one's credit obtainment ability to 
assist in obtaining traditional long term mortgage financ- 
ing on a real property by using the property as collateral. 
[0063] Figure 2b is a block diagram illustrating an exemplary 
property investment system that employs a property in- 
vestment instrument in accordance with the invention. 
Such a property investment system 215 can be imple- 
mented in a relationship between at least two parties such 
as a first entity 220 and a second entity 225. For example, 
with a one or more properties 200 having investment 
components including a credit investment component 210 
and one or more components including a time investment 
component 202, knowledge investment component 204, 
capital investment component 206, and labor investment 
component 208, the property investment instrument in 



the form of one or more contractual agreements 230 can 
be arranged and signed between a first entity 220 and a 
second entity 225 to divide tlie investment components of 
eacli property 200 sucli tliat tlie second entity 225 need 
be responsible for at least the credit investment compo- 
nent 210 and the first entity 220 responsible for at least 
one of the remaining investment components (e.g., 202, 
204, 206, 208) needed to grow the investment of each ac- 
quired property. 
[0064] Figure 2c is a block diagram illustrating the components 
of a property investment instrument in accordance with 
the invention. As shown in Figure 2b, the property invest- 
ment instrument 230 can take the form of one or more 
contractual agreements. These agreements can include an 
equity partner agreement 215, a non-recourse promissory 
note 218, a master lease agreement 221, an open-end 
commercial mortgage 224, a seventy-five lien 226 
(typically in the form of one or more promissory notes), a 
power of attorney agreement 228. The property invest- 
ment instrument 230 also defines the scope of the project 
235 between the first entity 220 and the second entity 
225. The second entity 225 is typically responsible for 
defining project 235 parameters including selecting the 



number of properties 232, selecting tlie investment pe- 
riod/time liorizon 234, and selecting the type of owner- 
ship interest 236 including selecting a net option 237, 
blended option 238, or gross option 239. These property 
investment instrument components will be shown in more 
detail hereinbelow. 

[0065] Figure 2d is a block diagram illustrating the components 
of a third entity in accordance with the invention. A third 
entity 245 such as a company or organization can be cre- 
ated such that both the first entity 220 has a first owner- 
ship interest 242 and the second entity 225 has a second 
ownership interest 244 in the third entity 245. There can 
also be ownership interest of other entities 246 in the 
third entity 245 as well. 

[0066] Similarly, such a property investment system 215 (see 

Figure 2b) can be structured to allow additional entities to 
participate and manage other aspects of a property's in- 
vestment components as well. The third entity 245 can 
also participate in the property investment system 215 by 
agreeing to the one or more contractual agreements 230 
such that the third entity 245 realizes the benefits of rev- 
enue generated from the property 200 including all pro- 
ceeds after the sale or disposition of such property 200. 



The second entity 225 typically owns between a 20% and 
25% share of the third entity 245 in exchange for provid- 
ing the credit investment component 210 by investing/risk- 
ing one's credential or "good name" as part of the prop- 
erty investment system 215. 
[0067] For example, two entities (e.g., 220, 225) can cooperate in 
a property investment wherein a first entity 220 can pro- 
vide the knowledge and experience (knowledge invest- 
ment component 204) of the real estate market, the capi- 
tal to be used in acquisition and stabilization of the prop- 
erty (capital investment component 206), the network of 
lenders and professionals instrumental in the acquisition 
and ownership stage of the investment, the systems and 
experience in property management, and the like, which 
can minimize the investment of a second entity 225 that 
can participate in the property investment as an equity 
partner by risking only a credit rating via using one's 
credit obtainment or mortgage obtainment ability (credit 
investment component 210) for qualifying for and obtain- 
ing mortgages 224 secured by the investment property 
200. 

[0068] The contractual agreement 230 between the first entity 

220 and the second entity 225 serves as an instrument for 



leveraging the credit investment component 210 of one or 
more property related investments 200. For example, the 
first entity 220 and the second entity 225 can agree to 
engage in the venture of developing real property acquisi- 
tions through their joint efforts for mutual gain by form- 
ing a third entity 245 such as a Jointly owned business, 
having limited liability. The first entity 220 and second 
entity 225 can agree that a goal of the business shall be 
to identify, acquire and operate between one and eight 
(e.g. 232), one-family to four-family dwelling units with a 
view to maximizing wealth and profit over the term of the 
business relationship. For instance, the second entity 225 
shall have the right to select the investment horizon from 
a choice provided by the first entity 220 of (10, 15, 20, 
25, or 30 years) for the second entity's participation in 
ownership of the project 235 thereby defining the time 
horizon 234. The second entity 225 can set the maximum 
number and the type and neighborhood for property ac- 
quisitions in order to assist in defining the project 235. 
The first entity 220 is typically responsible for all losses 
but is entitled to only 75% of gains. 
[0069] The second entity 225 can agree, in exchange for the 
benefits provided by the first entity 220, assign and 



transfer the benefits of the ownership of the project 235 
(for example, appreciation, net income, depreciation, tax 
benefits, equity, debt reduction, disposition proceeds, re- 
finance proceeds). The second entity 225 can assign all 
rights and responsibilities associated with the operation 
and management of each subject property 200 to the 
third entity 245 which could operate their business affairs. 
The third entity 245 interest can be owned as follows: the 
first entity 75% and the second entity 25%. The second 
entity 225 can lend to the first entity 220 all loan pro- 
ceeds obtained in the event of refinance of all or part of 
the project 235. Such proceeds are to be repaid to the 
second entity 225 through the repayment of the mort- 
gagees) 224 on the project 235 over the course of the 
mortgage loans. 
[0070] In order to secure its 75% ownership stake in the project 
235, the second entity 225 shall grant the first entity 220 
a lien on the subject property equal to 75% of the equity 
project 235 at the time of partial project 235 refinancing 
thereby defining the seventy-five lien 226. The seventy- 
five lien 226 can typically take the form of an interest 
bearing lien that at a rate set by the first entity 220 in- 
tended to equal to 75% of the average annual rate of ap- 



preciation in the relevant market. The first entity 220 may 
remove the seventy-five lien 226 at either the refinancing 
or disposition of the property. If part or all of the project 
235 is sold then all net proceeds of sale, after payment of 
all loans, but not the seventy-five lien 226, be distributed 
on a percentage of ownership basis as set forth in the 
contractual agreements 230. The seventy-five lien 226 
can also be arranged between the first entity 220 and the 
second entity 225 by both parties executing a pair of 
promissory notes. 
[0071] A first promissory note (e.g., 218) is typically imple- 
mented when the first entity 220 supplies capital to a 
property owner (not shown) in order to acquire and possi- 
bly rehabilitate the property 200 while title (not shown) of 
the property 200 is transferred to the second entity 225. 
A second promissory note (e.g., aspect of the seventy-five 
lien 226) can then be executed after the second entity 225 
obtains a mortgage from a lender and provides the first 
entity 220 with capital from the loan in order to pay back 
on the first promissory note 218. A third promissory note 
(e.g., another aspect of the seventy-five lien 226) loan can 
then be executed to assure that the first entity 220 as- 
sume the obligation to repay the mortgage lender on be- 



half of the first entity 220. 

[0072] The first entity's 220 responsibilities to the second entity 
225 can include agreeing to identify, negotiate acquisition 
price and terms, assist in property transfer to the second 
entity 225, rehabilitate, and stabilize residential real 
property with the intention of operating such property as 
long term rental housing. The first entity 220 agreeing to 
locate lending institutions who will provide desirable 
long-term mortgage financing on subject property at de- 
sirable terms. The first entity 220 agreeing to locate title 
agencies and closing/escrow agents who will provide the 
necessary services at favorable terms. The first entity 220 
agreeing to locate insurance companies who will provide 
the necessary property insurance at favorable terms. The 
first entity 220, with its own capital, agreeing to fund all 
necessary processes to prepare property for refinance 
process. The first entity 220 agreeing to provide the sec- 
ond entity 225 with timely financial reporting in reference 
to subject property 200. 

[0073] The first entity 220 responsibilities can also include guar- 
anteeing to make all required mortgage payments as re- 
quired per the loan agreement between the second entity 
225 and lender. The first entity 220 guaranteeing to make 



all necessary repairs and improvements, deal with all gov- 
ernment entities and perform on behalf of the second en- 
tity 225 any and all other financial obligations associated 
with the ownership of subject property. The first entity 
220 guaranteeing to indemnify the second entity 225 
from any and all liability costs and expenses and / or liti- 
gation resulting from ownership of subject property. The 
first entity 220 agreeing to make payment for any and all 
operating losses that may occur during the ownership of 
subject property. The first entity 220 agreeing, in an at- 
tempt to provide for the second entity 225 additional se- 
curity, to set up a separate joint account with the second 
entity 225 and fund such account with an amount equal to 
six months of mortgage payments. Such account will be 
accessible by both parties and the second entity 225 will 
have the option of using the proceeds in the account to 
make a mortgage payment if no payment has been made 
by the twentieth of the month. The account will exist for 
five year from the date of the refinancing. Thereafter, the 
first entity 220 shall be permitted to liquidate the account 
and repay any funds owing to the first entity 220 by the 
project 235. A substantial portion of the first entity's 220 
responsibilities as just described can be accomplished by 



using the property acquisition and credit investment man- 
agement system 126. 
[0074] jhe second entity's 225 responsibilities to the first entity 
220 or third entity 245 can include agreeing to provide 
the first entity 220 with all the documentation required by 
lenders in order to secure mortgage financing on subject 
property 200 including current pay stubs, last two years' 
tax returns, last two months' of asset statements, listing 
of assets and liabilities, permission to secure current 
credit report, and any other documentation that lending 
entity providing the mortgage may require. The second 
entity 225 agreeing to update the first entity 220 on 
monthly basis when requested by the first entity 220 with 
the required loan documentation during the second en- 
tity's acquisition period. The second entity 225 agreeing 
that it will be the responsibility of the second entity 225 
to determine how the gains or losses generated in the 
third entity 245 are to be applied to the second entity's 
particular financial situation. The second entity 225 
agreeing to execute a power of attorney 228. Among 
other uses, the power of attorney agreement 228 may be 
used to execute all of the notes and mortgages referenced 
in the agreement 230. Cooperating with the first entity 



220 at the expense of the second entity 225, in the event 
the second entity 225 is required to sign or to appear on 
behalf of the project 235. 

[0075] Figure 2e is a flowchart illustrating the steps of a method 
for acquiring and encumbering a property in accordance 
with the invention. A property having investment compo- 
nents 200 including a credit investment component and at 
least one of a capital investment component, a knowledge 
investment component, and a labor investment compo- 
nent can be acquired in step 250. After the property 200 
is acquired (step 250), the property can then be encum- 
bered in step 255 with a contractual agreement 230 be- 
tween the first entity 220 and the second entity 225 
wherein the second entity 225 agrees to provide the credit 
investment component 210 and the first entity 220 agrees 
to provide at least one of the remaining investment com- 
ponents (e.g., 202, 204, 206, 208). 

[0076] Figure 2f is a flowchart illustrating the steps of a method 
for executing an agreement relating to a property in ac- 
cordance with the invention. A contractual agreement 230 
is executed in step 260 between the first entity 220 and 
the second entity 225. The first entity 220 supplies in step 
265 a first amount of capital to a property owner of a 



property 200 either directly or via tlie second entity 225 in 
exchange for transferring title of the property 200 to the 
second entity 225 having a loan obtainment ability in ac- 
cordance with the agreement 230. The second entity 225 
can then obtain a loan in step 270 for a second amount of 
capital from a lender by using the property 200 as collat- 
eral wherein the loan includes a loan obligation to repay 
the lender in accordance with the agreement. The second 
entity 225 can then transfer in step 275 at least a portion 
of the second amount of capital to the first entity 220 in 
accordance with the agreement 230. The first entity 220 
can then repay the lender in step 280 in accordance with 
the agreement 230. 
[0077] For example, when a first entity 220 identifies a suitable 
property, the first entity 220 shall give the second entity 
225 a non-recourse, interest free loan 218 in the amount 
of the purchase price of the property 200 and all other 
costs related to the purchase of the property. This loan 
shall be reflected in the form of a promissory note (e.g., 
218) secured by a mortgage 224 on the property 200 be- 
ing purchased. Contemporaneous to the property 200 be- 
ing transferred to the second entity 225, the second entity 
225 shall grant a leasehold interest such as a master lease 



agreement 221 in the property 200 or properties to first 
entity 220. The term of the lease shall be one year more 
than a selected time horizon 234. The second entity 225 
agrees that once first entity 220 performs all of the nec- 
essary improvements to the property 200 or properties, 
the second entity 225 will refinance the property 200 for 
75% to 80% (e.g., seventy-five lien 226) of the post reno- 
vation fair market value of the property 200 and loan the 
entire net proceeds from the refinance to the first entity 
220. In order to secure the obligation of the second entity 
225 to loan the proceeds from the refinance to first entity 
220, the second entity 225 shall be granted a mortgage 
224 in the property 200 or properties. The combined 
amount of both the mortgages will be approximately 75% 
to 80% of the post renovation fair market value of the 
property. The loan by second entity 225 to first entity 220 
from the proceeds from the refinance shall be reflected in 
a promissory note. Both of these mortgages 224 shall be 
paid off and subsequently cancelled by the proceeds from 
the refinance. 

[0078] Figure 2g is a flowchart illustrating the steps of a method 
for executing additional agreements relating to a property 
in accordance with the invention. When the property 200 



is acquired in step 285 in accordance witli the contractual 
agreement 230, the property 200 can then be encum- 
bered in step 290 with a non-recourse promissory note 
218 until the second entity 225 transfers at least a portion 
of the second amount of capital to the first entity 200 in 
accordance with the agreement 230. The property 200 
can then be encumbered in step 295 with a master lease 
agreement 221 after the second entity 225 transfers at 
least a portion of the second amount of capital to the first 
entity 220 in accordance with the agreement 230. 
[0079] Figure 3a is a top-level flowchart illustrating the steps of 
a method for acquiring a property in accordance with the 
invention. A property having a title can be acquired in step 
310 from a property owner by supplying a first amount of 
capital to the property owner from a first entity 220 in ex- 
change for transferring the title to a second entity 225 
having a loan obtainment ability. The second entity 225 
can then obtain a loan in step 315, the loan having a loan 
obligation for a second amount by using the first property 
as collateral. After the loan is obtained (step 315), the 
second entity 225 can then transfer in step 320 at least a 
portion of at least one of a title, loan obligation, first 
property, and second amount from the second entity 225 



to at least one of a first entity 220 and tliird entity 245 
wliere tlie third entity 245 is owned by both the first entity 
220 and second entity 225. 

[0080] Figure 3b is a flowchart illustrating the steps of a method 
for transferring a property title in accordance with the in- 
vention. A first entity 220 can acquire in step 325 from a 
property owner for a first amount, a first property having 
a title. The title can then be transferred in step 330 from 
the first entity 220 to a second entity 225 having a loan 
obtainment ability. The second entity 225 can then obtain 
a loan in step 315, the loan having a loan obligation for a 
second amount by using the first property as collateral. 

[0081] For example, the first entity 220 can buy and rent out 

small residential properties with the intention of capitaliz- 
ing on the benefits associated with the ownership of these 
properties over the long term. In order to obtain opti- 
mized financing terms, the first entity 220 can form an 
equity partnership with a second entity 225 to enable in- 
dividuals who are capable of qualifying for and obtaining 
mortgages 224 secured by these investment properties. 

[0082] In exchange for the credit obtainment ability of the sec- 
ond entity, such an equity partner can receive a percent- 
age ownership interest in every property in which the sec- 



ond entity 225 participates in obtaining a mortgage 224. 
Tiiis interest is an equity position in the property which 
entitles the second entity 225 or equity partner to a per- 
centage of all net income, of any proceeds derived from a 
sale or refinance of the property, of all the tax benefits 
associated with the ownership of the investment, and of 
all the equity in the property. 
[0083] Figure 3c is a flowchart illustrating the steps performed 

for choosing a property for acquisition from a list of prop- 
erties in accordance with the invention. A list of properties 
that could be available for acquisition can be generated in 
step 335 by discovering leads from network resources via 
a search agent and/or receiving leads/solicitations from 
property brokers and property owners. A first property 
can be chosen for acquisition in step 340 from the list of 
properties. More specific steps for choosing the property 
can include qualifying each property in step 345 from the 
list based on at least one criteria including at least one of 
a purchase formula and operations formula, the formulas 
including one or more variables such as rental price, us- 
age factor, management fee, maintenance fee, property 
expense, utility expense, principal payment, interest pay- 
ment, tax payment, insurance payment, loan-to-value ra- 



tio, down payment amount, appraisal value, sale price, 
and cost of initial construction. After qualification (step 
345), the first property can be selected in step 350 from 
only qualified properties that have been qualified on the 
list. After selection (step 350), the property having a title 
can be acquired (step 310) from a property owner by sup- 
plying a first amount of capital to the property owner from 
a first entity 220 in exchange for transferring the title to a 
second entity 225 having a loan obtainment ability or the 
first entity 220 can acquire (step 325) from a property 
owner for a first amount, a first property having a title. 
[0084] In accordance with a preferred aspect of the invention, 
when property selection is applied to real estate, it is de- 
sirable to identify leveraged financing options for one to 
four family residential real estate investments. These fi- 
nancing guidelines allow acquisitions to be typically fi- 
nanced at an 80% loan-to-value (LTV), which represents 
99-100% of the cost of acquisition and rehabilitation. Be- 
cause such properties can be consistently acquired at a 
significant discount to their after repair value (ARV), the 
80% LTV of the ARV is equal to 99-100% of the original 
investment. Unlike larger real estate projects that require 
a minimum of 20% buyer's equity in the project 235, the 



increased leverage translates into a significantly higher 
rate of return. By supplying an average of one percent of a 
property's purchase price in the transaction with a conser- 
vative annual appreciation rate of four percent, the in- 
vested capital will yield an annual unrealized rate of return 
of over 300% from appreciation alone. While a typical real 
estate commercial transaction requires a 20 - 25% down 
payment, the credit investment system can consistently 
generate profitable transactions where the lender under- 
writes a mortgage equal to 99 - 100% of the seller's origi- 
nal purchase price. The reason these lax financing pro- 
grams are available in the one to four family market is be- 
cause there exists a liquid secondary market for lenders 
who originate these loans. 
[0085] The U.S. Federal Government through its creation of Fan- 
nie Mae, purchases these loans from lenders allowing 
them to replenish their funds to originate more loans. 
Fannie Mae thus serves the cause of allowing more Ameri- 
cans to become homeowners, the lenders' risk of non- 
payment is almost non-existent since they pass the risk 
on to this government entity, and home buyers are able to 
purchase homes without having to come up with exorbi- 
tant sums of money for a down payment. The key is that 



these Fannie Mae backed loans, and the lax guidelines as- 
sociated with them, are only available for residential 
property, a term defined by the lending community as 
residential property not exceeding four units. It is these 
properties 200 that are the preferred investment focus of 
the property investment system 215 and the property ac- 
quisition and credit investment management system 126. 
[0086] Figure 3d is a flowchart illustrating the steps of a method 
for choosing a participating second entity in accordance 
with the invention. A list of second entities expressing in- 
terest in participating in a credit investment opportunity 
can be generated in step 360 by receiving leads/ 
solicitations from employers, financial planners, invest- 
ment professionals, real estate brokers, lenders, credit 
and labor unions. A participating second entity 225 can be 
chosen in step 365 from the list of second entities. More 
specific steps for choosing the second entity 225 can in- 
clude qualifying each second entity in step 370 from the 
list based on at least one criteria including at least one of 
an employment history, credit rating, etc. After qualifica- 
tion (step 370), the second entity 225 can be selected in 
step 375 from only qualified second entities that have 
been qualified on the list and a contractual agreement 



230 can be established with the second entity 225 to par- 
ticipate in a credit investment opportunity. After selection 
(step 375), the property having a title can be acquired 
(step 310) from a property owner by supplying a first 
amount of capital to the property owner from a first entity 
220 in exchange for transferring the title to a second en- 
tity 225 having a loan obtainment ability or the first entity 
220 can acquire (step 325) from a property owner for a 
first amount, a first property having a title. 

[0087] In exchange for using one's credit obtainment ability, the 
second entity 225 or rather equity partner can receive a 
25% ownership interest in each property in which they 
participate in to obtain a mortgage, for example. This in- 
terest is an equity position in the property which entitles 
the equity partner to 25% of all net income, 25% of any 
proceeds derived from a sale or refinance of the property, 
25% of all the tax benefits associated with the ownership 
of the investment, and 25% of all the equity in the prop- 
erty. The first entity 220 guarantees to operate the prop- 
erties, provide timely and detailed accounting to the eq- 
uity partner, and fund all of any short term shortages that 
any given property may incur at any given time. 

[0088] Figure 4a is a flowchart illustrating the steps of a method 



for requesting a current report indicative of financial 
liealth of a third entity in accordance with the invention. 
When at least a portion of at least one of a title, loan obli- 
gation, first property, and second amount is transferred 
(step 320) from the second entity 225 to at least one of a 
first entity 220 and third entity 245, a current report in- 
dicative of financial health of the property investment or 
third entity 245 can then be provided and/or requested in 
step 410. 

[0089] Figure 4b is a flowchart illustrating the steps of a method 
for establishing an agreement between a first entity and a 
property manager to manage at least one property in ac- 
cordance with the invention. When the property having a 
title is acquired (step 310) from a property owner by sup- 
plying a first amount of capital to the property owner from 
a first entity 220 in exchange for transferring the title to a 
second entity 225 having a loan obtainment ability or the 
first entity 220 acquires (step 325) from a property owner 
for a first amount, a first property having a title, an agree- 
ment can be established in step 420 between the first en- 
tity 220 and a property manager to manage at least one of 
a maintenance, payment, and occupancy of the acquired 
first property. 



[0090] When title is transferred, tlie investment becomes a tradi- 
tional residential real estate acquisition requiring tradi- 
tional residential real estate management. All manage- 
ment responsibilities will be contracted to locally man- 
aged participating property management entities. A 
monthly fee of 8.5% of collected monthly gross income 
will be paid to the management firm in exchange for their 
services and compliance of all contractual obligations. 
Duties can include collecting rents, enforcing rental poli- 
cies, tenant relations, all administrative tasks such as local 
government interaction and bill paying, and hiring con- 
tractors for all maintenance/improvement related tasks. 
The management entities will additionally perform all 
leasing duties in exchange for 50% of first month's rent 
not to exceed $300 per unit, for example. If the manage- 
ment entity is responsible to oversee the cost of the pre- 
liminary rehabilitation of the property, the management 
entity will receive a 10% surcharge of the total cost of la- 
bor and material required to bring the property into rent 
ready condition. 

[0091] Figure 5a is a flowchart illustrating the steps of a method 
for investing in a property in accordance with the inven- 
tion. When a second entity 225 is chosen and a property 



for acquisition is selected in step 510, it can be deter- 
mined in step 515 wlietlier a contractual agreement 230 is 
to be established between a first entity 220 and a second 
entity 225 before the acquisition of the selected property. 
If so, then an agreement between first entity 220 and sec- 
ond entity 225 is established in step 520. Either when an 
agreement is established (step 520) or determined to be 
not established as of yet (step 515), the property can be 
acquired in step 525 with capital supplied by the first en- 
tity 220. The acquired property usually in a state of dis- 
tress can then be stabilized in step 530. A contractual 
agreement 230 between first entity 220 and second entity 
225 can be established in step 540 when it is determined 
in step 535 that the contractual agreement 230 has not 
yet been established between the first entity 220 and the 
second entity 225. A loan can then be obtained in step 
545 on the stabilized property in the name of the second 
entity 225 as specified in the agreement 230. The second 
entity 225 can then return capital in step 550 to the first 
entity 220 and transfer the property and loan obligation 
into a third entity 245 owned by both the first and second 
entity. Assets of the third entity 245 can then be managed 
in step 555 including the periodic reporting of the finan- 



cial health of the third entity 245. 
[0092] In one aspect of the invention, all subject properties can 
be purchased for cash using a pre-established revolving 
commercial line of credit. Upon completion of the pur- 
chase and rehabilitation of the subject property, the prop- 
erties can be refinanced at 75 - 80% LTV through a partic- 
ipating credit investor. The acquisition strategy takes ad- 
vantage of the disparity between the sales price and the 
subject property's appraised value. This disparity allows 
for refinancing at 75-80% LTV against the property's ap- 
praised value. The transaction flows as following: A favor- 
able purchase price of $40,000 cash for a subject prop- 
erty that requires an additional investment for improve- 
ments can be negotiated. After investing an additional 
$12,000 in improvements and allocating $3,000 to clos- 
ing costs and holding time, a total investment of $55,000 
is realized. Concurrently, at the time of purchase, the pro- 
cess of refinancing the property begins. An appraisal 
value is obtained subject to an identified list of improve- 
ments to perform upon the subject property. Based on 
these improvements and renovations, an appraised value 
of $75,000 is realized. Upon completion of the renovation 
project 235, a fixed rate 30 year mortgage on the prop- 



erty at 75 - 80% LTV can be obtained through the partici- 
pation of the qualifier (depending on the qualifier's credit 
score) of the $75,000 appraised value. The following out- 
line illustrates the transaction flow: 
[0093] Purchase Price $40,000 

[0094] Closing Costs (Buy) $ 750 

[0095] Repairs $12,000 

[0096] Closing Costs (Refi) $ 2,000 

[0097] Carrying Costs $ 250 

[0098] Total Initial Investment $55,000 

[0099] LESS: 

[0100] Refinance Proceeds $56,250 (75% LTV) 

[0101] Total Final Investment ($1,250) (Operating Reserve) 

[0102] TOTAL FUNDS INVESTED $ 0 

[0103] In this example a $75,000 appreciating asset is controlled 
with a post stabilization investment of $0 and an opera- 
tions reserve of $1,250. Such numbers will obviously vary 
from property to property resulting in anything from a $0 
investment with an additional operations reserve to up to 



a 1% investment. A typical cycle to purchase the property, 
complete the improvements, and obtain the permanent fi- 
nancing will take 45-60 days depending upon the extent 
of the improvements. 

[0104] This purchasing formula can be scaled with each 

metropolitan market. For instance, the following quantita- 
tive criteria must be met by a subject property to qualify 
for purchase in the Cuyahoga County area of Ohio during 
2002, for example. The property must be purchased and 
prepared for rent ready condition on average for no more 
than approximately 75% of its potentially appraised value. 
The down payment investment + closing costs + project 
development fees must not exceed, on average, the refi- 
nance amount. The following (SAMPLE) post stabilization 
operational formula is to be concurrently adhered to in 
the selection of property: 

[0105] Potential Monthly Gross Rents 

[01 06] X.92 ( 8% vacancy factor) 

[0107] X.915 ( 8.5% management fees) 

[0108] -$i00/unit (monthly expense/reserve) 

[0109] _piTi >$50 (monthly principal, interest, taxes, insurance) 



[0110] jhe criteria examined and the analysis performed to de- 
termine wliether a subject property qualifies for purcliase 
under such guidelines is strictly quantitative. The as- 
sumptions made under the above criteria are the appraisal 
of the subject property can be reasonably predicted, the 
cost of the repairs and improvements can be accurately 
determined, monthly gross rents can be accurately pre- 
dicted, the vacancy factor will not exceed 8%, the average 
monthly per unit expense will not exceed $100, and 
monthly PITI can be accurately predicted. 

[0111] vvith the aid of various real estate related subscription 
based databases operatively coupled to the property ac- 
quisition system 126, the appraisal of the subject property 
can be reasonably predicted. It can be known prior to 
making an offer whether comparable sales exist to sup- 
port the appraised value. If comparable sales do not exist, 
and other compensating factors for a higher value (such 
as type of construction, condition, newer improvements) 
can not be verified, the subject property 200 most proba- 
bly will not be selected from the list of properties. 

[0112] Figure 5b is a flowchart illustrating the steps of a method 
for disposing of a property in accordance with the inven- 
tion. The first entity 220 and the second entity 225 both 



agree in step 560 to dispose of tlie property 200. Net 
proceeds are tlien calculated in step 565 after the prop- 
erty 200 is disposed. The pro rata share of the net pro- 
ceeds are then distributed in step 570 to both the first 
entity 220 and the second entity 225 in accordance with 
the property investment instrument 230. 
13] When property investment instrument 230 is created, the 
second entity 225 can select from a plurality of ownership 
interest types 236 in the property 200. The interest types 
can include a net option 237, a blended option 238, and a 
gross option 239. When the net option 237 is selected the 
second entity 225 can be entitled to a percentage of the 
annual net rent proceeds, as determined by first entity 
220, and a percentage of the net proceeds from the dis- 
position of the property 200. When the blended option 
238 is selected, the second entity 225 can be entitled to 
1% annual gross rent proceeds and 10% of the annual net 
rent proceeds, as determined by first entity 220, and 10% 
of the net proceeds from the disposition of the property. 
When the gross option 239 is selected, the second entity 
225 can be entitled to 2% of the annual gross rent pro- 
ceeds, as determined by first entity 220, and not receive 
any proceeds from the disposition of the property. 



[0114] Net proceeds from the disposition of the property is de- 
fined as the second entity's 225 percentage of the net 
proceeds from the sale of the property. If the disposition 
of the property is not a sale but involves paying the sec- 
ond entity 225 their percentage from the proceeds of a 
refinance or directly from first entity's 220 funds, then 
second entity 225 shall receive an amount equal to their 
percentage of the net proceeds had the property 200 been 
sold at the appraised amount. In reference to the blended 
option 238 and gross option 239, the percentage of an- 
nual gross rent proceeds shall increase by 1/2% on all 
properties in the project 235 every five years and by 1/4% 
on all properties in the project 235 with the completion of 
the refinance on each additional property. 

[0115] Figure 6a is a flowchart illustrating the steps of a method 
for learning about a credit investment opportunity in ac- 
cordance with the invention. When a credit report corre- 
sponding to an entity is retrieved in step 610, educational 
material adapted to teach how the entity can participate in 
a property investment system 215 having a credit invest- 
ment component can also be retrieved in step 615. Infor- 
mation can then be generated in step 620 by combining 
the educational material with the credit report. Such gen- 



erated information can tlien be provided in step 625 to 
one or more recipients sucli as tlie entity, a representative 
of such entity, or any requestor of such information. 

[0116] Figure 6b is a flowchart illustrating the steps of a method 
for requesting a credit report in accordance with the in- 
vention. Whenever a credit report is requested by a re- 
questor in step 650 and it is determined in step 655 that 
the credit report exceeds a threshold credit rating, the re- 
questor can be provided the credit report in step 660 with 
the option to learn more about a credit investment oppor- 
tunity. The credit report can be requested across any 
communication network such as a PSTN, cellular network, 
and Internet. In some cases, representatives of either the 
requestor or the credit reporting service that access the 
credit report can serve the role of determining whether a 
threshold value has been exceeded. Presenting the credit 
investment opportunity in response to accessing the 
credit report, enables better target marketing of potential 
credit investors. Management affiliates and service pro- 
fessionals can serve as distributors to a new kind of credit 
investment community. 

[0117] Another method for learning about a credit investment 

opportunity can similarly be accomplished with respect to 



combining educational material (see Figure 6a) with other 
information sources. For instance, whenever materials re- 
lating to any type of a financial related plan such as tax 
information, stock market information, employee stock 
options, bonds, mutual funds, and the like or retirement 
related plan such as a pension plan, profit-sharing plan, 
401(k), 403(b), 404(c), or 412(i) plan, ESOP plan, Roth 
plan, Keough plan, or Individual Retirement Account (IRA) 
is presented to an individual, representative of an individ- 
ual, or group of individuals by a service professional such 
as a financial planner or a representative of a human re- 
sources department of an employer, such financial and 
retirement type materials can be combined with educa- 
tional material adapted to teach how the entity, employee, 
or representative of the entity can participate in a property 
investment system 215 having a credit investment com- 
ponent 210 so that such combination of materials be- 
comes information of further use to one or more recipi- 
ents of such materials. 
^8] Figure 6c is a flowchart illustrating the steps of a method 
for providing generated information to one or more recip- 
ients in accordance with the invention. When a first mate- 
rial including at least one of a financial planning type in- 



formation and retirement planning type information is re- 
trieved in step 670, a second material including educa- 
tional material adapted to teach how an entity can partici- 
pate in a property investment system 215 having a credit 
investment component 210 can also be retrieved in step 
675. An information package can then be generated in 
step 680 by combining the first material with the second 
material. Such a generated information package can then 
be provided by a provider in step 685 to one or more re- 
cipients. Such a provider can include institutions and pro- 
fessionals such as human resources department, an em- 
ployer, a stock analyst, a tax consultant, an accountant, a 
financial services provider, a financial planner, a retire- 
ment planner, a banker, a stock broker, an insurance 
agent, and a real estate associate. 
19] By choosing to become a credit investor, an individual 
having a modest income can create a supplemental retire- 
ment plan that works concurrently with a 401k or IRA. 
Marketing and education is an important component in 
the recruitment of credit investors. The ability to partici- 
pate in the benefits of real estate ownership without the 
investment of time or money is novel. Without having to 
learn about the local real estate market, without having to 



worry about the day to day management, and without 
having to reallocate and risk any investment dollars, par- 
ticipants will be able to partake in the appreciation of 
value, the net operating income, the tax benefits, and the 
equity buildup that these properties offer. 

[0120] A common means for a credit investor (e.g., second entity 
225) to participate in a property investment opportunity 
could be through their employer. The first entity 220 can 
market the credit investment management system directly 
to employers to offer the plan as part of an employee 
benefits package. This strategy can in turn assist the em- 
ployer in being able to attract and retain quality employ- 
ees by this unique offering. 

[0121] Figure 7a is a block diagram illustrating an exemplary 
property acquisition and credit investment management 
system in accordance with the invention. As mentioned, 
the property acquisition and credit investment manage- 
ment system 126 is preferably implemented as a web- 
based portal system that can be accessed and used by 
property owners, property managers, credit investors, eq- 
uity partners, and the like via the Internet 130. The sys- 
tem 126 can be programmed according to many different 
programming models and languages. Multiple graphical 



user interfaces 128 of the system 126 are programmed 
using l<nown web-based programming languages and 
tools, such as HTML, XML, Java, Javascript, etc. The prop- 
erty acquisition and credit investment management sys- 
tem 126 includes an entry portal 702, which is the typical 
starting point for interfacing with other main user inter- 
face modules. Such main user interfaces 128 can include a 
credit investor interface 704, a capital investor interface 
706, and a property acquisition and management inter- 
face 708. Each of these interface modules are in operative 
association to a system database 710. The are many more 
interfaces that communicate with the system database 
710 as will be discussed in conjunction with Figure 8. The 
system database 710 is structured so that each user has 
complete access to the appropriate data records of inter- 
est including the option of setting filters to improve 
querying and limiting access by other system users. 
[0122] The system data stored in the system database 710 pri- 
marily comprises information and input by various users 
accessing the system 126 from other main systems via the 
Internet 130. Such primary computer systems can include 
a credit investor system 714, a capital investor system 
716, and a property acquisition and management system 



718. Various users of each main system enters tlie prop- 
erty acquisition and credit investment management sys- 
tem 126 througli tlie entry portal 702 and is then directed 
to the appropriate user interface module depending upon 
the type of user by verifying the user's identity by query- 
ing for a username and password. Entry can however be 
configured to be accomplished automatically by reading 
information such as a "cookie" stored locally on a user's 
computer. 

[0123] Figure 7b is a block diagram illustrating an exemplary 
property acquisition and management system in accor- 
dance with the invention. The property acquisition and 
credit investment management system 126 can further be 
in operative communication with many other computer 
systems and/or devices including a property management 
affiliate system 720, a property appraisal system 725, a 
property insurance system 730, a company human re- 
source system 735, a property broker system 740, a 
property seller system 745, a monitoring and reporting 
system 750, a title and escrow system 755, property own- 
ership system 760, and a capital lender system 765. Each 
system can be software driven. For instance, a general 
purpose computing device can be configured by software 



to perform at least a portion of a distributed property ac- 
quisition and credit investment system 126. As will be 
shown, (see Figure 8), each aspect of the property invest- 
ment system 215 can be accessed from specialized user 
interfaces, any of which can be implemented from a single 
computing machine and/or a distributed network of com- 
puting machines. 
[0124] Figure 7c is a block diagram illustrating an exemplary 

property management affiliate system in accordance with 
the invention. The property management affiliate system 
720 can further be in operative communication with many 
other computer systems and/or devices including the 
property acquisition and credit investment management 
system 126, property supplier system 770, a housing au- 
thority system 775, a contractor/vendor system 780, a 
property maintenance system 785, and a tenant system 
790. 

[0125] Figure 8 is a block diagram illustrating exemplary related 
system user interfaces in accordance with the invention. 
There are many additional user interfaces 128 that can be 
operative communication with the system database 710 
including a property acquisition interface 810, an equity 
management/property ownership interface 815, a capital 



lender interface 820, a tenant interface 825, a housing 
authority interface 830, a property maintenance interface 
835, a property management affiliate interface 840, a 
contractor interface 845, a supplier interface 850, a prop- 
erty appraisal interface 855, a property insurance inter- 
face 860, a human resource interface 865, a property bro- 
ker interface 870, a property seller interface 875, a moni- 
toring and reporting interface 880, and a title and escrow 
interface 885. 

[0126] Other aspects of the invention include executing at least 
one contractual agreement before the first entity obtains 
the first amount of capital for the owner of the property 
and where at least one of an obtaining the first amount of 
capital, transferring the title of the property to the second 
entity, obtaining the loan for the second amount of capital 
from the lender by using the property as collateral, and 
transferring the at least a portion of the second amount of 
capital to the first entity is performed in accordance with 
the at least one contractual agreement. At least one of a 
first entity and second entity can be capable of accessing 
a current report indicative of financial health of at least 
one of a third entity and property investment. 

[0127] The first entity can provide the first amount of capital to 



the second entity and the second entity can provide the 
first amount of capital to the owner of the property in ex- 
change for transferring title of the property to the second 
entity. The property can be encumbered with a non- 
recourse promissory note until the second entity transfers 
at least a portion of the second amount of capital to the 
first entity. The property can be encumbered with a mas- 
ter lease agreement after the second entity transfers at 
least a portion of the second amount of capital to the first 
entity and until repaying the lender. 

[0128] The second amount of capital is greater than or equal to 
the first amount of capital. The first entity can acquire 
more properties with at least a portion of the second 
amount of capital received from the second entity. The 
owner of a property can indicate to the first entity that the 
property could be available for acquisition. The property 
can be chosen for acquisition from a plurality of proper- 
ties. The property is chosen by at least one of a first en- 
tity, second entity, and property broker. 

[0129] The property can be qualified based on at least one crite- 
ria such as at least one of a loan-to-value ratio, down 
payment amount, appraisal value, sale price, purchasing 
formula, and operational formula. The purchasing formula 



can include comparing a total initial investment needed 
for at least one of an acquiring the property and restoring 
the property in relation to refinancing the property for an 
appraised value after acquiring the property. The total ini- 
tial investment can be an amount of capital less than or 
equal to the second amount of capital. Management of the 
property can include establishing an agreement between 
the first entity and a property manager to manage at least 
one of a maintenance, payment, and occupancy of the 
property. Each property can be disposed of in such a 
manner as to allow at least one of a first entity, second 
entity, third entity or any other participating entities to re- 
alize a return on the property investment instrument. 

[0130] The property investment instrument having at least one 
contractual agreement can also include a selection of 
project parameters adapted to allow the second entity to 
select at least one of a number of properties, an invest- 
ment period, and a type of ownership interest including a 
net option, a blended option, and a gross option. 

[0131] Although the invention has been shown and described 

with respect to a certain preferred aspect or aspects, it is 
obvious that equivalent alterations and modifications will 
occur to others skilled in the art upon the reading and un- 



derstanding of this specification and the annexed draw- 
ings. In particular regard to the various functions per- 
formed by the above described items referred to by nu- 
merals (components, assemblies, devices, compositions, 
etc.), the terms (including a reference to a "means") used 
to describe such items are intended to correspond, unless 
otherwise indicated, to any item which performs the spec- 
ified function of the described item (e.g., that is function- 
ally equivalent), even though not structurally equivalent to 
the disclosed structure which performs the function in the 
herein illustrated exemplary aspect or aspects of the in- 
vention. In addition, while a particular feature of the in- 
vention may have been described above with respect to 
only one of several illustrated aspects, such feature may 
be combined with one or more other features of the other 
aspects, as may be desired and advantageous for any 
given or particular application. 
[0132] jhe description herein with reference to the figures will be 
understood to describe the invention in sufficient detail to 
enable one skilled in the art to utilize the invention in a 
variety of applications and devices. It will be readily ap- 
parent that various changes and modifications could be 
made therein without departing from the spirit and scope 



of the invention as defined in the following claims. 
[0133] What is claimed is: 



